International 
Marketing Information 
Series 


af 


Foreign Economic Trends 
and Their Implications 
for the United States 


GAMBIA 


DECEMBER 1979 
NEw ISSUE 


PREPARED BY 
AMERICAN EMBASSY 
BANJUL 


J 
Stargs of © 


Prepared by the U.S. Foreign Service, 
U.S. Department of State, and released by the 


U.S. Department of Commerce 
Industry and Trade Administration 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. An- 
nual subscription, $50. Foreign mailing, $12.50 additional. Single copies, 50 cents, available from 
Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





The Gambia Key Economic Indicators 


All data are period averages unless 
otherwise ‘indicated. 

All figures expressed in U.S. 
dollars unless otherwise indicated 


Land area 11,300 sq. kilometers 
Population(est.) 538,000 (1978) 
Population growth 
rate 2.8% 
Crude density 
of pop. 


Oct. 
2.24 


Exchange rate: US$1.00=Dalais 


Indicator 1976/77 


Income & Production 


GDP 
GDP 


in current prices 

at 1974 prices 

GDP per capita,current (in $) 

GDP per capita,'74 prices ($) 

GDP, agriculture, forestry 
and fisheries, current 


Money and Prices 


oak: 
(Dec .1976) 

32.0 
(Dec.1976) 

7052 


Domestic Money Supply 
Commercial Credit 


Consumer Price Index 
(1974100) 

Interest Rates($%) 
Central Bank 
Commercial Banks 


Government Revenues and 
Expenditures 


Recurrent Govt. Revenue* 29.2 
Recurrent Govt. Surplus/Deficit*-2.4 
Central Govt. Development 

Expenditure (in $)* 803,571 
Balance of Payments and Trade 
Foreign Trade Balance -40.0 
(1976) 

26.3 


(Dec .1976) 
33.3 

(1976) 
73.3 

(1976) 


Total Foreign Exchange 
Exports 


Imports 


*Estimates for 1977/78 and 


1978/79. 


47 persons per sq. kilometer 
1977 


(1977) 


1977/78 


19.6 
(Dec.1977) 

3255 
(Dec.1977) 

85.4 


6 
8-11-1/2 


640,394 


-33.2 
(1977) 
22.3 


(Dec.1977) 
54.3 
(1977) 


OCt. 


2.03 


change 
1°76/77 to 
1977/78 


1978 


— Aug. 1979 
1.80 


1978/79 
(est.) 


31.9 
(Dec .1978: 
47.0 
(Dec.1978 
104.0 


2,100,000 


-70.5 
(1978) 
25.4 


(Dec.1978) 


45.9 
(1978) 
116.6 
(1978) 











Part A - Current Economic Situation 


Summary. The Gambian economy is still recovering from the adverse 
weather conditions of the last two years and their effect upon 
groundnut production, the basis of all economic activity in this 
country. In 1977/78, groundnut production suffered from the severe 
drought which occured throughout the Sahel; in 1978/79, a growing 
season with good rains was spoilt by unseasonably late rains dur- 
ing the crucial seed drying period, making a significant proportion 
of an otherwise large crop unsuitable for international markets. 
Although the Gross Domestic Product in 1978/79 grew at a good rate 
over the depressed figures for the previous year, it did not equal 
the GDP of 1976/77 in constant terms. Barring further climatic dis- 
ruptions, this year ought to complete the return of the overall 
economy to the steadier and more gradual growth patterns of the pre- 
draught period. 
















Industrial production--almost exclusively groundnut processing-- 
also suffered a decline during the period of agriculture losses, 
due both to reduced groundnut output and to the temporarily more 
economic practice of exporting’ the whole nut rather than performing 

the first stage of processing domestically. Output in the distributive 
trades, the transport sector and Government services all increased 
substantially over 1977/78 levels, though again these increases only 
amounted in real terms to a return to near-1976/77 levels. Only 
tourism provided a real and substantial improvement over both 1976/77 
and 1977/78 levels. Government policies of diversifying away from 

an early reliance upon Scandinavian tourists and encouraging the 
extension of the tourist season to a full twelve months contributed 

to this increase. 
















The outlook for 1979/80 is optimistic because of the plentiful and 
well-distributed rains during the first half of the season. Before 
the Sahelian drought of the mid-1970's, however, there were two basic 
trends in The Gambia's agricultural sector: first, the sector as a 
whole had a constant growth in value and acreage planted,but second, 
the actual volume of groundnut production fell consistently after a 
peak in 1973/74. Thus, productivity has fallen as market prices have 
gone up, making for a groundnut crop with increasing value due to in- 
creasing international market prices but one that falls short of The 
Gambia's potential output. This trend is expected to continue this 
year. 







Agriculture-The Gambian economy is based upon one crop, the ground- 
nut. Its cultivation is the major source of rural incomes as well 

as export earnings. Production occurs predominately on small hold- 
ings farmed by family units using largely traditional methods. 
Approximately 60% of the 15,000 acres under cultivation in The Gambia 
is devoted to groundnut production. Although in recent years the 
economy has benefitted from a consistently high world demand for 

food oils, its mono-culture nature has increased its vulnerability 
should this demand decrease. Recent experience has shown the volume 
of production to be highly variable due to vagaries in weather 
patterns. The Sahelian drought of 1977/78 cut the Gambian GDP by 

a full 25% in real terms. The unseasonably late rains of the 1978/79 
growing season kept the resultant GDP well below 1976/77 record cash 
values. 


After the 1978/79 growing season, 130,000 tons of groundnuts were 
collected but because of the late rains a far smaller amount was 
acceptable for export markets. Export earnings from the year's 

crop were $35 million.Normally 40% of the annual crop is ex- 

ported as groundnuts to France, Italy and Switzerland; 5% of the 

crop is exported as groundnut cake for animal feed to the UK; 25% 

is sent as unrefined oil for further processing to France and Italy; 
and the remaining 30% is either sold domestically or is unmarketable. 
The GOTG is attempting to expand its potential markets to include 
Eastern Bloc countries as well as other African countries. 


Despite repeated increases in its producer price, favorable weather 
conditions before the 1977/78 crop disaster, the continued sub- 
Sidization of fertilizers and an active if limited agricultural 
extension program, both the marketed output and the levels of 
productivity of groundnut production have declined steadily since 
1973/74. This has been officially attributed to the continued ex- 
tensive use of traditional farming methods, the high median age of 
the farming population due to rural-urban migrations, the "weakened" 
strains of seed nuts used for too long without genetic improvements, 
and the lower incidence for a variety of reasons of "strange" or 
migrant farmers from neighboring countries. 


Gambian authorities believe that an expansion in output is a function 

of increased investment in the rural sector rather than an increase 

in the producer price. Recent official statements reflect an em- 

phasis upon higher public investment in agriculture, specifically 

seeking a fundamental re-organization of agricultural production 

into large-scale units. Before this reorganization can be implemented, 
most economic observers believe that several basic goals must be achieved: 


(1) the development of sufficient water resources, including initiation 
of a barrage project on the River Gambia; 





(2) the creation of credit sources to meet the needs of medium- 
and/or large-scale agricultural projects through the creation 
of an Agricultural Development Fund; (3) a new land allocation 
system to replace the traditional forms of land tenure now in 
existence up-country; and (4) the coordination of Government 
activities, currently suffering from duplication of effort 

and the lack of clearly-defined, coherent guidelines. 


The attention of early GOTG agricultural planners was long focused 
upon methods with which to improve groundnut crop production, both 
qualitatively and quantitatively, often to the detriment of other 
local food crops such as millet, sorghum and rice. But in line with 
current conventional thinking, the first National Development Plan 
(Dev Plan), 1975/76-1979/80, proposed as its primary objective the 
diversification of its agricultural sector, with an emphasis upon 

an import substitution scheme which would emphasize the production 
of those food cereals--especially rice--whose shortages constitute 

a significant drain upon foreign exchange holdings. One third of the 
rice now consumed locally is imported. 


Further efforts at crop diversification center upon cotton, fruits 

and nuts, and truck farming. Cotton cultivation has been experiment- 
ed with in the eastern section of the country without any early successes: 
it is a slow process to convince farmers in a subsistence economy to 
initiate the cultivation of a non-food crop. The Government currently 
is providing incentives for cotton cultivation and the trend for pro- 
duction growth is expected to continue. The target for the current 
crop season is 4,040 hectares. The local cashew crop is another 
possibility as an exported confectionery nut along with certain ground- 
nut strains. Truck farming of vegetables for both rural and urban do- 
mestic consumption is growing, although it remains limited by a 
marketing scheme unable to provide for the required transportation and 
storage systems. Crop diversification remains an elusive goal as long 
as groundnut cultivation is more profitable than that of alternative 
crops and its marketing is guaranteed by a parastatal organization, The 
Gambia Produce Marketing Board. 


Livestock- Livestock raising is carried out mainly by herdsmen; in- 
dustrial rearing on organized feed lots is non-existent.The con- 
tribution of livestock production to the GDP is about 5%. The majority 
of the meat supply outside of the tourist industry is supplied by do- 
mestic sources. Development of this sector has been limited by an in- 
adequate number of trained staff to teach herdsmen better methods of 
care and marketing of livestock. 





Local attitudes inhibit the rational up-grading of the value and/or 
volume of herd off-take, especially in the improvement of the herd 
bloodline through controlled breeding. Government sponsored re- 
search is underway on the coordination of cattle fodder production 
with local animal husbandry, as well as on breeding improvements 

of the national herd towards a hardier line; in both instances, re- 
sources severly limit the size of the possible intervention on the 
part of the GOTG. Cattle production has been increasing at about 
3% a year and is estimated at 300,000 head. Annual consumption is 
between 15,000 and 20,000 per year, a 6% off ‘take. 


Forestry, Fisheries and Mineral resources. National policy in for- 
estry focuses upon the conservation of soils against erosion by the 


elements and the river, as well as plans to limit the haphazard con- 
sumption of timber as fuel. Research in support of a proposed sub- 
stantial planting program in the next decade is underway to ensure 
that national needs for forestry products will be able to be filled 
from domestic sources. Additionally, alternative energy sources are 
being sought to replace the prevalent use of charcoal for cooking by 
urban dwellers; charcoal sales will be illegal within the year, so as 
to stem the current trend toward deforestation. US AID has recently 
Signed a Forestry Project Agreement with the Government of The Gambia 
which will provide $1,575,000 over a five year period for developing 
Gambia's forest resources. Timber production for commercial use has an 
extremely limited scope, with little expectation of short-term growth. 


The fishing industry in The Gambia has expanded rapidly in recent years 
and is one of the fastest growing and most promising sectors of the 
economy today. The off-shore and river waters hold a wealth of fish, 
including bonga, tuna, sardines, lobster, and shrimp. The fishing 
industry on the River Gambia and the 1500 square miles of territorial 
waters off the coast are worked by approximately 1000 motc.ized canoes, 
although less than half of these canoes are manned by Gambian nationals. 
Approximately 20,000 tons of fish have been consumed domestically during 
recent year periods, mostly caught by artisanal fishermen. Approximately 
half of the marine production is exported to Sierra Leone, Ghana and 
Nigeria. Access to markets in developed countries is restricted by 

strict importation rules regarding contamination that preclude most 
products processed in the rudimentary facilities available in The Gambia. 
The two industrial fisheries--both partly owned by the GOTG--employ up 

to 300 workers, are able to freeze 65 tons total daily of fish products 
and can then store up to 1550 tons. 





Discussions with potential donors go on regarding the development 

of the local fisheries industry, including such improvements as a 

large scale domestic trawling operation, a canning plant for fish 
products and increased freezing facilities as well as increased 

support for local artisanal fishermen. The government has negotiat- 

ed a 10 million Danish Kroner loan for the purchase of two sophisticated 
fishing trawlers and is seeking other assistance to modernize fish 
processing facilities. 


The Gambia has found no mineral holdings of sufficient value to 
warrant development. Off-shore oi] exploration was undertaken by 
Chevron in 1979 with no success. This sector promises few invest- 
ment opportunities in the near future. 


Tourism- Tourism is an important economic activity, generating 3-4% 
of the Gambian GDP. In 1977/78total foreign exchange earnings 
accruing to The Gambia from its tourist industry amounted to $6.1 
million, up from $1,3million in 1976/77.Local employment in the 
industry was over 2500, including individuals employed in direct 
hotel work, as well as related services such as restaurants, laundry, 
transportation and handicrafts. Traditionally, The Gambia has been 
a haven for Scandinavian tourists; through the active seeking of al- 
ternative markets, German and British tourists are now also common. 
In 1976, a Tourism and Infrastructure Project was initiated illustrating 
the intent of the GOTG to pursue the rewards of organized tourism 
development as a method of diversifying its economy; soft loans for 
this project came from a variety of sources, including the World Bank/ 
IDA, the Federal Republic of Germany and the African Development Bank, 
totaling £10 million. The Government hones to be able to >ccommodate 
109,000 tourists per year by 1985. In 1979-80, about 57,909 tourists 
are expected. The one international airport is being improved to 
allow for the arrival and support of wide-body jets. A full 55% of 
total earnings from this sector are lost covering the high import 
‘content of the tourist operations; only one third of the earnings from 
charter tours accrue to the Gambian economy. 


Trade and Finance- Trade in The Gambia is relatively free of government 
interference. The absence of effective administrative control] and an 
interest in not restricting the lucrative transit trade between sections 
of Senegal has encouraged the growth of import trading. The level of 
imports has grown dramatically since 1974: the cash value of these im- 
ports has increased by 169% over this period to $116.6 million in 1978. 
Manufactured goods have been the dominant imports, forming at least 20% 
and as much as 35% of total imports. 





Food and machinery/transport equipment, when added to this group, 
represent the bulk of the import total - a full 68% during recent 
quarters. Recently the energy import bill has increased dramatically, 
nearly 100% in cash value over the last two years and over 600% 

over the last five years. 


The majority of the export trade revolves about the marketing of 
groundnut products and to a lesser extent of other foods. The value 
of the exports depends upon two factors: the volume of sellable crop 
and the level of the international market price for groundnut pro- 
ducts. Although the latter has been repeatedly high, the former has 
been fluctuating widely on a generally downward trend since the record 
year of 1975. This decline is attributable to both destructive 
weather conditions and the declining productivity in the farming 
system described earlier. The total export value of the groundnut 
crop in 1978 was $35 . million, as opposed to $44 . million in 1975, 
a decline of 21%. An increasing proportion of the export activity 
is in the re-exportation of goods. Here The Gambia is taking ad- 
vantage of the unregulated border trade it has with Senegal. In 
1978,$6,7 million worth of imports passed through to other national 
markets, 14% of the total export value for that year and 6% of the 
total import value. The differences in the goods availability and 
respective tariff rates between the Gambia and Senegal encourages 
the rapid growth of this largely-unmonitored trade. 


The balance of merchandise trade has been negative for the last six 
out of seven years, due to (1) the large increases in imported 
machinery for development purposes and manufactured luxury goods to 
meet private demand, and (2) the losses in potential export resources 
due to small crops of low quality in recent years. Yet the overall 
balance of payments has remained positive for all but the last years 
of record (1976/77). Even as the trade balance has gone into deficits 
of $10 million in 1975 and$4° million in 1976, surpluses in the 
catagories of both government and private capital transfers and "errors 
and omissions" (primarily clandestine border trade) have been enough 
to more than make up for these losses in the overall balance of pay- 
ments. It remains to be seen when the official figures are computed 
for these last two years of failing crops and growing import bills 
whether the overall balance will continue to be positive. In the last 
year of record in these catagories (1978) the trade deficit amounted 
to?70. million and the total official holdings of foreign reserves 
amounted to about four months' worth of imports (down from a record 

10 months' worth in mid-1975). 


Approximately two thirds of the Central Government's revenues come 
from taxes on imports (50%) and exports (12%). Another 10% comes from 
the direct taxation of the population. Thus, revenues have increased 
lately in line with increases in both GDP and imports. 





Governmental expenditures have in the past been low enough to allow 
for surpluses, although the last two years' general economic slow- 
down has led to sizable deficits (over $2 million in 1977/78 and an 
estimated $1.8 million in 1978/79, respectively 7% and 5% of total 
revenues each year). The single greatest expenditure is traditionally 
in the public works and communications sector. Agriculture surpassed 
this sector in expenditure in 1978/79 for the first time, reflecting 
the Government's relief efforts during the drought crisis and its 
efforts to focus more coherently upon the development of the agri- 
cultural sector. 


The one available price index for The Gambia is for the low income 
population of the capital and its environs. By this scale, prices 
have been kept more manageablein the last year than earlier in the 
decade:-the change in the index from 1977 to 1978 was only 8.4%, 
whereas the change between 1974 and 1975 amounted to 26%. In March 
1973, the currency was appreciated by 20%, a move meant to moderate 
rising domestic prices, but which provided little more than tem- 
porary relief. Most essential commodities have controlled pricing ,; 
a practice dating from 1972. 


Yearly the money supply surges and ebbs as the groundnut crop is 
taken in, then sold. Within one month, as from December to January 
this last year, the supply swung from $19.2nillion to $30.6 million. 


Credit for qualified investors is plentiful and growing, although there 
are few investment opportunities. During the past three years, i.e. 
1976-1978, there has been a substantial growth of commercial bank 

credit to the different sectors of the economy, primarily to agriculture 
and the distributive trades (combined equal to 50% total commercial 

bank credit). The growth from 1978 to 1979 in this sector alone was 
44%. 


B. Implications for the United States 


Although the US has growing assistance links to The Gambia, few bilateral 
trade or investment opportunities have been developed in the past. The 
largest technical assistance programs have been financed by the UN family 
(40% of total in 1977), the UK (34%), the US (11%) and the FRG (10%). US 
AID is developing and implementing projects in the fields of rain fed 
agriculture, resource management, specialized organizational development, 
infrastructural maintainance systems and rural health programming. 





Throughout, training sponsored by AID is being undertaken both 
domestically and overseas. Although its activity in the past has been 
of small proportion--five years ago there was no program at all-- 

the AID expenditure in country for FY 1979 was approximately $5.7 
million and #s increasing to approximately $7 million in FY 1980 

and $8.4 million in FY 1981. 


Trade-The Gambia currently has its strongest trading links with the 
United Kingdom and other E.E.C. countries. Between 1975 and 1977, 
the U.K. averaged a 30% share of exports and about a 26% share of 
imports. The E.E.C. as a whole took more than three-quarters of 
the total exports and was the source of nearly half the imports. 
Imports from Eastern bloc countries--Comecon and Mainland China-- 
averaged about 20% throughout this period; local sales of imported 
goods are used to support the various foreign aid projects these 
countries have in The Gambia. Monitored trade with other African 
countries remains small, at a bit less than 5% of exports and 6% 
of imports. 


The share of the market controlled by the U.S. is very small, if 
not non-existent. The U.S. receives no exports directly from The 
Gambia; its share of the imports coming into The Gambia is never 
more than 3-4% of the total. Opportunities are few for expanding 
this penetration in a developing market of only 538,000 people 
with an average annual per capita income of $292. At present, 
luxury items and heavy machinery constitute the main-stay of, im- 
ports; In support of the expected expansion of AID activities, 
further American products will be introduced, with future possibilities 
thus improved once familiarity is established. Currently, British 
and French products dominate the markets in heavy machinery, com- 
munications equipment, household goods and food items. 


Investment-The Gambia actively seeks new foreign direct investment, 
supporting its desire with liberal taxation incentives. Although 
historically the focus has been upon European sources, a diplomatic 
and trade mission was established this year in the U.S. which should 
enable potential American investors to get broader information re- 
garding potential investment opportunities. The market, however, 

is small, offering limited opportunities in the most attractive sec- 
tors--tourism and fishing development--for American suppliers. Large 
hotel complexes for international corporations are being planned, 
with sub-contracts potentially available for American firms with 
relevant West African construction experience. Information regarding 
these projects can be secured through the Department of Commerce. 


* U. S. GOVERNMENT PRINTING OFFICE : 1979—311-056/205 
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